| MPLEMENTATI ON OF THE | NTEGRATED FI NANCI AL MANAGEMENT SYSTEM FOR THE

BORROVAER
AND GUARANTCR

EXECUTI NG ACGENCY!

AMOUNT AND SOURCE:

FI NANCI AL
TERVS AND
CONDI TI ONS

OGBJECTI VES

DESCRI PTI ON:

ENVI RONMVENTAL  AND
SOC AL REVI EW

BENEFI TS

PUBLI C SECTOR

( PE- 0192)

EXECUTI VE SUMVARY

Republic of Peru

Mnistry of Economc Affairs and Finance (MEF)
through its Sector Lending Coordination Unit [ Unidad
de Coordi naci 6n de Préstanps Sectorial es] (UCPS)

| DB: US$1, 500, 000 (OC)
Local counterpart funding: US$1, 250, 000

Tot al : Us$2, 750, 000
Anortization period: 20 years

Di sbur senent peri od: 18 years

Interest rate: vari abl e

I nspection and supervision: 1% of the |oan

Credit fee: 0. 75% of the undi sbursed
bal ances

Currency: United States dollars
fromthe Single Currency
Facility

The programis objective is to nodernize public

adm nistration by strengthening State financial

managenent . The specific obj ective is to

consolidate, inprove and enlarge the SIAF-SP by

expanding it to cover nore of the public sector and

conbining it with the other adm nistrative systens.

The three components conceived to acconplish the
programi s objectives are: (i) conpletion of the
devel oprment and introduction of the Sl AF-SP financi al
nmodul es; (ii) consolidation and institutionalization
of a permanent support capability for the SIAF-SP
and (iii) design and inplenentation of the managenent
sof t war e

effects.

Thi s project has no environnmental or social

The programis chief benefit is tinmely, reliable
information providing good coverage of the public
sector's budgetary and financial operations and a
per manent overall picture of the financial resources
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available to the State to enable it to perform
better.

No significant risks are anticipated wth the
operation, given the governnment's support and the
progress made. Nevert hel ess, sonme additional effort
is still needed from the highest-ranking national
authorities to underwite the costs of the change
that the SI AF-SP involves. However, the risk here is
| essened to some extent by the fact that the MEF is
using resources fromits own budget to operate the
Sl AF- SP.

At the present time, the SIAF-SP is a parallel but
unofficial system which is why it is not nore wdely
used to keep records. The nature of the systemis
such that its integrity and coverage are essential.
If it is not made an official, nmandatory system in
1998, efforts to consolidate it may fail. Once it
has been operating officially for three months,
alongside the other state financial managemnent
records systenms, the SIAF-SP will have to replace
them entirely. Wthout this sequence of events, it
will be unable to performproperly in 1999.

Condition precedent to the first disbursenent:

Evi dence nust be presented showing that the SIAF-SP
has been instituted as an official, nmandatory records

system The plan is for the Ofice of the Deputy
M nister of Finance to pass a resolution naking the
SIAF-SP the official, mandatory system (special

condi tion) (see paragraph 2.22).

Special conditions relating to execution: (i) the
programis revolving fund is to be the equival ent of
10% of the loan (see paragraph 2.24); (ii) up to the
equi val ent of US$350,000 in expenditures effected
since June 1, 1998, wll be recognized as eligible
for reinbursenent, under the program and chargeable
to the | oan proceeds (see paragraph 2.23); (iii) the
plan and tinetable for making the Sl AF-SP a permanent
part of the MEF s organizational structure is to be
presented (see paragraph 2.28); (iv) mdterm and
final reports are to be presented (see para-
graph 4.1); and (v) mdterm and final evaluations of
the program are to be presented (see paragraphs 4.2
and 4. 3).

None

No direct effects on the |ow-inconme population are
anti ci pat ed.
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In the 1996-2000 period, the Bank's resources are
focusing on the following strategic areas in Peru:
(i) assisting the country wth tasks wvital to
econom ¢ noderni zation, while prioritizing structural
reforns that help generate private investnent;
(ii) reducing poverty, and (iii) supporting efforts
to noderni ze the State. The program pronotes greater
efficiency and efficacy in the public sector and fits
into the nodernization process that the government
has under way. Hence, it is consistent with the
priorities established in the Bank's strategy for
Per u.

The procurement of goods and rel ated services and the
contracting of consulting services financed wth
proceeds of the loan will be done according to Bank
procedures for procurenent and for selection and
contracting of consultants. The goods procured under
the program will be mainly conmputer of hardware and
sof t war e.

Because of the wide range of distributors for the
nunerous suppliers of goods of this type in the
country, and because service and mai ntenance nust be
available in the country, international conpetitive
bidding is recomended when the amount involved is
US$350, 000 or higher. Procurenent for |esser amounts
will be conducted in accordance with donestic
| egi sl ation.



